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The purpose of this project is to study the price movement 
of property market in the Hong Kong and the various determinants 
affecting its movement, such as supply of land, the supply of 
building units, the housing demand, economic conditions, 
� government policies, etc. 
• I 
Chapter II of this project focuses on the methods of 
collecting & quantifying the relevant data. Chapter V discusses |I 
what factors will or may affect the price. Chapter VI analyses 
the findings and results and assesses their respective weights.. 
Based upon the findings and the usefulness of the data, an 
information system can be formulated to predict the future trend 1 
of price. 
J 
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Land is one of the most precious resources in the world. 
Land together with buildings thereon are important since they 
\ serve the basic human housing needs as shelter. They are also 
important as factor of production and are generally regarded as 
attractive investments which generate a stable source of income : 
rent. 
—Land and property have their distinct characteristics as^ 
being :- — 一 
1. unique； 
2• scarce； and 1 
3. productive. 
Because of the benefits and utilities provided by land & 
buildings, there are great demand for its supply, which results 
in the formation of price as the rationing device. With the 
variation in the supply and demand of land & property and other 
economic factors at any one time, price fluctuates. 
Scope of this Project 
Land has its own value in its basic form : bare land. When 
I 
•； . . . . „ . . . . 广 乂. . ’. .  ... .. ) \ 
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land is erected with buildings, each unit in the building has 
another format of value : the property price. Building may, 
according to its usage, be classified into domestic, commercial, 
office and industrial. If classified according to the type of its 
occupants, buildings may further be divided into public and 
private• To analyze each category of buildings would be beyond 
the scope of this project. The writer confines the topic to 
private domestic properties, since this category occupies the 
largest portion of private housing stock. 
According to the Rating and Valuation Department, private 
domestic properties are defined as independent dwellings with 
separate cooking facilities and bathroom (and/or lavatory)• They 
are broadly divided into Small Units (Classes A, B and C) and 
X 
\ 
Large Units (Classes D & E):-• . . . 
Type Saleable Area No. of Stock Percentage 
Small Units : 
Class A < 39.9 Itl2 304,490 38.89 !;：« 
Class B 40.0 - 69.9 m2 342,830 43.78 
Class C 70.0 - 99.9 m2 75,380 9.63 
Sub-Total of Small Units : 722,700 92.29 
Large Units : 
Class D 100.0 - 159.9 lti2 39,795 5.08 
Class E > 160.0 Itl2 20,550 2.62 
Sub-Total of Large Units : 60,345 
Total ： 783,045 100.00 
t . 
3 
The writer has chosen Small Units as the focus of study in 
this project because of its large percentage in the make-up of 
private housing stock and also of the great concern by the 
general public. 
The writer has also limited the study on price movement to 
12 years from 1980 to 1991• One of the reasons lies in the 
difficulty of obtaining data prior to 1980. Besides, Hong Kong 
has encountered social-economic changes from the light industry 
based economy to service based economy• Comparison of the 
property price figures without consideration of the different | 
background economic structure and the changing culture and habits 
of Hong Kong citizens may not give a complete picture. Property 
prices do change (i.e. lower price) as the building becomes, 







Most of the secondary source of data are obtained from the 
Government: statistics. The data for private domestic small units 
are analyzed using computerized statistical tool [1] . Each of the 
factors that may have an effect on the movement of price is 
tested and analyzed. The target is to suggest price equation(s) 
that would explain the price movement of small units during 1980 
to 1991. 
� 
The foregoing paragraph deals with th—i general private� 
domestic small units in Hong Kong, ire. from Hong Kong across to 
Kowloon and all the way to the New Territories. To test�whether 
the price equation(s) will also work for a particular district, ,丨 
the writer collects primary data (by conducting land searches 
against the individual units) on the price movement of a particu-
lar area : Whampoa Garden• The data are then tested using the |1 
computer statistical tool. The price equation(s) for general 
small units are also applied. 
1. The computer programme "MYSTAT" is used. 




THE SYSTEM OF LAND & PROPERTY SUPPLY IN HONG KONG 
Supply by the Hong Kong Government 
1. Supply of land 
Supply of land are mainly through Crown grant through | 
auction and private treaty (exchange of land & private 
treaty sale) • The source of land is the existing land above 
the coastal line plus reclamation area. After the signing of 
the Sino-British Joint Declaration between the-British and 
the Chinese Governments, the supply of Crown land through 
Crown grant is restricted to 50 hectares per annum. 
tj 
• I I 
2. Supply of properties 
properties supplied the Hong Kong government include public 
housing estates, temporary housing areas, home ownership 
scheme, offices and buildings for government own use. 
Supply by the Private Sectors 
1. Supply of land 
The proportion of land supplied by the private sectors is 
6 
small and mainly comes from the vacant sites following the 
demolition of (old) buildings, 
2• Supply of properties 
There are a number of channels in which properties are put 
into the property market :-
* newly completed units built by the developers through 
purchase/exchange of land from the government or 
through re-development? 
* village houses built by developers or male descendants i I 
in the New Territories; 
* registered property owners looking for realization of 
investments (due to demand for cash flow, anticipation 
of downside in property price, immigration, etc) or 
；"exchange for another unit. Speculators who re-sell ‘ 叫 
properties as a confirmor do not increase the supply of 
properties but merely change the identity of sellers 
I • I m from the developers (or registered owners) into the I • 
speculators themselves. The properties are immediately �： 1 
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following matters before making a decision to buy or not to buy 1 
• 一 
• i • 
1. Motive 
One of the motives for buying is due to housing need ：气 
shelter for living ^ or an exchange for better living conditions • 
The motive may be for investment purpose : to generate a stable 
source of income over years. The motive may also be to hedge 
I .棚 against inflation in anticipation of price appreciation• I I I • 
2. Financial Ability 
1 
The motive to buy will not be put into action unless the 
purchaser is in a financial position to do so. A purchaser may :- | • 
-pay the purchase price by cash in one lot; 
-pay the purchase price by cash by instalments; or 
-make down payment (usually 10 percent of the purchase 
price as deposit upon signing the Formal Sale and Purchase 
Agreement and a further payment of 20 percent upon 
… 
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completion of purchase) and finance the balance amount of 
purchase price (70 percent) by mortgage arranged with 
financial institutions. The purchaser will then repay the 
mortgage loan by consecutive monthly or bi-weekly 
instalments until the mortgage loan is paid off. 
By far this is the most common method used by purchasers | 
in Hong Kong. 
3. Anticipated gain/loss 
Whether the purchaser is buying the property as a dwelling 
or for a steady stream of income, the property itself will be one 
of the most important investments. If the purchaser perceives 
I 
(and it does not matter whether the perception turns out to be 
correct or not) the property price will go up in the near future, 
I 
the purchaser will speed up the process. If the purchaser； | 
perceives a drop in the property price, he will delay the buying 
I 
decision until such time he considers the price is already at its 
bottom or that the price will not drop further. 
So long as the motive for buying exits and the purchaser is 
financially capable to do so, the anticipation of gain/loss only 
affects the timing of the buying decision. If the motive for 
• I , I 
buying is very urgent, the purchaser may decide to buy 丨 
immediately notwithstanding the market price is dropping, since 丨丨 
no one can be certain that he will buy at the lowest price. 
4. Renting as an alternative to buying 
An alternative for buying property is to rent accommodation. 
Both the self-use owner and the tenant is the end-user of the 
/ 
9 
property. But there are certain difference between the two [1] 
Self use owner Tenant 
Take the risk of price change No risk on price change 
Reduced cash flow after down No significant effect on 
payment & thus less money immediate consumption 
for immediate consumption 
Usually associated with Less associated 
superiority 
Opportunity costs will be Better where occupancy 
lowered if ownership period is short 
lasts for few years [2] i 
I 
Tax benefits gained through Absence of tax benefits 
exemption of property tax 
i 
5• Location, transport, ancillary facilities, etc of building 
I ；‘ 
and the size of property 
I I 
Selling Properties I .：： 
'1 
1. Motive j 
Again, motive is relevant. Examples of motive for selling 
are : need for immediate cash flow; realization of investment; 
f 
need for exchanging for better quality property with improved 
living conditions; mobility of work; change of geographical 
location due to migration, etc. 
1. "The Choice of Self-Owning or Renting." Tse, Yin Cheng, Raymond. Hona Kona Housing Market. 1992 
2 The initial costs of purchasing a property (including agent's commmission, solicitors' costs, stamp 
dGty and decoration) ranges from 5 % to over 10 %• The costs of renting a flat is mimimal. 
L t 
10 
2• Anticipated gain/loss 
The anticipation of gain/loss in the near future affects the 
timing of selling decision. If the vendor anticipates a decline 
in the market price soon, he will sell off the property quickly. 
If the property market is in recession but the vendor perceives a 
soon coming recovery, he will postpone the selling (assuming his 
selling motive is not urgent) until the property price arises. 
I 
J 
I ' I 
I 
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CHAPTER V 
FACTORS AFFECTING THE PRICE MOVEMENT 
The Price Movement ("PRICE") 
Before looking at the factors which may affect price, we 
list out in Table 1 and Figure 1 the average nominal price of 
private domestic small units between 1980 and 1991. To exclude 
the effect of inflation, we also list out the average real price 
of the small units for the same period, using the Consumer Price 
i ‘ , 1 
Index B as the deflator (Figure 1A) • The Consumer Price Index B 
was equal to 100 at 1979/1980. 
It can be observed that the average nominal price dropped j at 
from the height of $11,383 (per square metre) in 1981 to its 
minimum of $6,980 (a decrease of 38.68 percent) in 1984 and then 
rose again to $23,281 in 1991 (an increase of 233.54 percent 
since 1984). In real terms, the small unit market dropped 53.87 
percent from 1980 to 1984 and then rose 105.61 percent since then 
to 1991-
Factors Affecting Price Movement 
1. Population ("POPUL") 
The higher the population, the greater the demand for 
housing it will be. Table 2 shows the increasing population of 
Hong Kong from 1980 to 1991 (Figure 2). 
12 
2. Household ("HSEHOL" or "SQRTHSE") 
Household is a function of the population and is the basic 
measure unit of occupancy of domestic units. Table 3 shows the 
household formation, total household ("HSEHOL") (Figure 3) and 
the square root of household ("SQRTHSE") (Figure 3A) from 1980 to 
1991. 
3. Total Stock ("STOCK") 
Total stock is the total number of private domestic small 
units at year end, adjusted after taking into account completions 
and demolitions [1] • Table 4 and Figure 4 show the total stock of 
private domestic small units from 1980 to 1991. 
4• Supply ("SUPPLY") 
According to the Rating and Valuation Department, supply {, 
comprises those premises deemed completed by virtue of the issue 
of either a temporary or full occupation permit or letter of 
compliance. Thus, supply means completed properties readily 
y 
available for immediate accommodation. 
Table 5 shows the number of supply (Figure 5) , supply per 
capita (Figure 5A) and year end stock (Figure 5B) from 1980 to 
1991. For private domestic small units, the average percentage of 
supply to total stock of small units is 5.10 percent• 
1. The definition is used by the Rating and Valuation Department in its annua I issues of Property 
Review. 
13 
5, Take-up ("TAKEUP") 
Take-up in respect of private domestic premises represent 
the net increase in the number of units occupied in a particular 
year. The take-up figures are arrived at by adding to the vacancy 
figures at the beginning of the year, the supply in that year, 
then subtracting the year1s demolitions and the year-end vacancy 
figures [ 1] • Take-up is thus the number of completed units 
purchased and occupied in a year. Take-up represent the demand 
for the particular year. 
1 
Table 6 shows the number of take-up (Figure 6) and take-up 
per capita (Figure 6A) from 1980 to 1991. The average percentage 
of take-up to total stock for private domestic small units 
4.30 percent. ‘ 
6, Supply and Take-up ("SUPTAK" or "SUPTAKHSV) 
To look at supply and take-up separately is incomplete, 丨 
since supply and demand are inter-related to each other • Table 7 
and Figure 7 show the yearly supply and take-up from 1980 to 
I ：； 1991. 
Another way of looking at the two factors combined is the 
Supply/Take-up ratio (SUPTAK) or the ratio of Supply/Take-up per |；： 
Household per year (SUPTAKHS). Table 8 shows the Supply/Take-up 
ratio (Figure 8) and the ratio of Supply/Take-up per Household : 
(Figure 8A) per year from 1980 to 1991. 




When property units are produced by developers and released 
unto the marketf they are gradually taken up by end-users and 
investors. Suppose the price is affordable by the buyers and all | 
supply in a year is taken-up. This means that demand in that year 
exceeds supply. Potential buyers look for second hand properties• 
Supply/Take-up ratio equals to one (when supply = take-up) or 
less than one (when take-up is greater than supply)• Prices 
generally go up. In view of the higher property price and hence 
with intent to maximize profits, developers are producing more 
and more domestic units for sale until such time the price is 
high enough and less buyers are able to pay the price. Take-up k 
figures reduce• Demand for properties shrinks. However, supply 
cannot be adjusted immediately and simultaneously, because once 
I 
building starts, the construction takes two to three years tp 
* | | 
complete and the developers cannot stop. More units -are put unto 
the market. Supply exceeds take-up and the Supply/Take-up ratio 
is greater than one. Developers faced with unsold units may 
either postpone the sale of completed units until a more 
丨  I 
favourable time (but bear the risk and the building mortgage 
interests) or reduce the price until more buyers take up the 
I / 
unsold units. The developers will also delay any construction, in i 
order to limit the supply and their risk. Supply reduces (as it 
happened between 1982 and 1984) until the Supply/Take-up ratio 
drops to one or below. The cycle repeats continuously. 
An observation is therefore made : when the Supply/Take-up 
ratio is less than one (or when the Supply/Take-up per Household 
L . 
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per year is low) , the property price is low. In contrastf when 
the Supply/Take-up ratio is greater than one (or when SUPTAKHS) 
is high, the property price is usually high. 
One interesting observation is that the rate of change of 
property transaction volume changes from decreasing to increasing 
when the property price nearly reaches its bottom• Table 9 and 
Figure 9 show the number of sale and purchase agreement 
registered with the Land Registry (formerly the Land Office) for 
all units (private domestic, commercial, office and industrial) \ 
from 1980 to 1991. Sale and purchase agreements are normally 
registered within one month after signing by the vendors and 
- j 
purchasers. 
. • � I 陽腿“ 
机: f 
§ I1 1 
When the property price increase from 1980 to 1981, the 
property transaction volume decreases, indicating that less 
people are able to buy. The SUPTAK and SUPTAKHS increased. From | 
1982 to 1984, property prices continued to drop but the property 
transaction volume started to increase, indicating that more and 
more people began to buy during the property recession. SUPTAK 
and SUPTAKHS rose. 
7. Vacancy ("VAC", "VACRATE" or "VACPC") 
Vacancy is the excess of supply over take-up in a particular 
year. Table 10 shows the vacancy unit (VAC) (Figure 10), vacancy 
rate (VACRATE) (Figure 10A) and vacancy unit per capita (VACPC) 
(Figure 10B) during the period from 1980 to 1991. 
k . 
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8. Gross Domestic Products ("GDP" ,"GDPCAP" or "GDPHSEPM") 
Gross domestic products is an aggregate measure of the total 
value of net output produced within Hong Kong per year, before 
deducting allowance for consumption of fixed capital [1]. Table 
11 shows the figures of expenditure-based gross domestic product 
(GDP) (Figure 11), the GDP per capita (GDPCAP) (Figure 11A) and 
the GDP per household (GDPHSEPM) (Figure 11B) over the relevant 
period, all at constant (1980) market price. 
9- Dummy ("DUMMY") 
Some of the factors may not have a quantifiable measurement• 
Concern over the political uncertainty or anticipated gain/loss 
from property transactions may not be easily expressed in 
figures. The writer has included a dummy variable (DUMMY) in the 
statistical analysis. The values are either "0" for anticipated 
loss or "1" for anticipated gain in property transactions. The 
I (j dummy variables are set out in Table 11A and Figure 11C. I 
: 1 
I 10. Interest Rate 
� . _ Interest may affect the price movement in two ways :-
a. Supply side 
Most developers finance their construction projects through 
building mortgages arranged with financial institutions- The 
higher the building mortgage interest rate, the higher 
construction costs it would be. Supply of properties may 
decrease. 
1 The definition is used by the Census And Statistics Department in its issue of Estimates of Gross 
一 一 . 
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b. Demand side 
Since many buyers acquired properties with the assistance of 
bank1s mortgage, the higher the mortgage interest rate (usually 1 
to 1.75 percent above the prime lending rate), the larger the 
monthly mortgage repayment amount will be. 
Banks usually require a buyer to have an affordability ratio 
(defined as the percentage of monthly mortgage repayment, over the 
monthly household income [1]) between 40 - 50 percent or less. If 
i 
the mortgage interest rate increases, less buyers will be 
approved by banks as passing the affordability ratio. Demand for | ’ 
properties will therefore reduce. 
. j I 
If interest rate goes up, returns of other forms oi ,, 
^rnvestments (e. g • fixed deposits, bonds, etc.) may become Iriore" 
and more attractive. Funds may move away from the property | 
investment market into less risky investments. Demand for (丨| 
property will also shrink. I || 
Table 12 shows the weighted average prime lending rate and 
o I 
mortgage interest rate (prime lending rate plus 1.5 %) 
("MTGRATE") (Figure 12) and the average monthly mortgage 
repayment amount ("MTGPAY") (based upon 10 year repayment and 
mortgage rate being 1.5 percent over the prime lending rate) 
(Figure 12A)• 
1. The Hong Kong Bank. Economic Report (April 1993) 




For the sake of convenience, a linear regression model is 
used in this project. 
Numerous running of the computer statistical programme 
suggests that the factors of GDP (or GDPCAP, GDPHSEPM) , HOUSEHOL 
(or SQRTHSE)# TAKEUP (or TAKEUPPC), SUPTAK (or SUPTAKHS), DUMMY 
are significant: as having high t-statistic values and high F ' i 
value. On the other hand, the following factors are not signifi- 丨 
cant in their t-statistic values either taken alone or combined J (丨 
with the more significant factors SUPPLY, STOCK, VAC, VACPC, 
J 
VACRATE, MTGRATE, MTGPAY, PRICEO (the price at the previous 
j � 
year), POPUL. 圓 
Of the more significant factors, the writer observes that :-
* GDPCAP has higher t-value than GDP or GDPHSEPM; 
* SUPTAKHS has higher t-value than TAKEUP, TAKEUPPC, or 
SUPTAK 
* SQRTHSE has better t-value than HSEHOL. 
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The suggested price equation for private domestic small 
units is listed out as follows :-
PRICE = 904.959 CONSTANT + 7.522 GDPCAP - 0.938 SQRTHSE 
(12.203) (11.968) (-12.090) 
+ 20.372 SUPTAKHS - 9.073 DUMMY 
(4.038) (-2.645) 
R2 = 0.984 
Adjusted R2 = 0.975 
F-Ratio = 110.282 Degree of freedom f 
Sum of Square : Regression 4,201.411 4 丨 
Residual 66.670 7 
f 
s I 
The complete computer printout is shown in Table 13. The 
bracketed numbers under beneath the factors represent the t-
I 
values of the respective factors in the equation. Except the 
丨  Dummy variable, all other factors exceed the critical values of 
if j 
2.365 (5 % significance level) and 3 . 499 (1 % significance 
j|!. 
level) . The F-ratio of the equation is 110.282, indicating that 
If ： I 
the null hypothesis of no relationship between the dependent U 
variable (PRICE) and all of the independent variables considered 
collectively is rejected at both 5 % significance level (where F 
=4.12) and 1 % significance level (where F = 7.85). 
The Pearson Correlation Matrix is also set out below : 
PEARSON CORRELATION MATRIX 
PRICE GDPCAP SQRTHSE SUPTAKHS PRICE0 
PRICE 1.000 




It is observed that GDPCAP is highly correlated with SQRTHSE 
(0.937), indicating collinearity between the two. A plot of the 
two variables against YEAR (Figure 13) confirms the collinearity. 
An attempt is made to discard one of them but the overall result 
is not improved. So the two variables remain in the equation. 
A somewhat strange result is the negative sign of 
coefficient in PRICE versus SQRTHSE. A plot of PRICE and SQRTHSE 
over YEAR (Figure 13A) indicate that while PRICE drops from 1981 
to 1984, SQRTHSE increase steadily, reflecting an opposite trend. 
The question still remains : why SQRTHSE but not GDPCAP shows a 
negative coefficient. As Morris Hamburg points out [1], when 
I 
independent variables are highly correlated f rather odd resultp j I 
may be obtained in a multiple regression analysis. 
To check whether autocorrelation or serial correlation 
I 
exits, the writer calculates the residuals (actual real price 
minus predicted real price using the price equation), shown in 
t ' 1 
Table 14, and plots a graph of the residuals versus time (Figure j 
if i , 14) • It can be seen that the residuals scatter around zero, I' 
suggesting that autocorrelation does not exit. | ,] 
Figure 14A shows the comparison of the actual real price and 
the predicted real price for small units• The two lines move very 
closely. As the adjusted R2 is high, 97.5 % of variance in PRICE 
is explained by all the independent variables combined. 
1. statistical Analysis For Decision Making. Ath edition. p422. 
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CHAPTER VII 
APPLYING PRICE EQUATION TO WHAMPOA GARDEN 
The foregoing discussions on price relate generally to all 
private domestic small units in Hong Kong, wherever the proper-
ties are located. The "PRICE" in the price equation refers to the 
average real price. However, there is difference in price between 
i properties located in the urban area and the New Territories. To I I test the price equation, the writer tries to apply the equation , I 
to a particular district to see if the selected independent ?' 
variables still work. 
V I 
jl Choice of District I' 1 
Whampoa Garden in the Hunghum district is chosen, mainly 
I:: 
because the transport facilities have not improved much from the 
completion of its first phase up to present. The effect of im- 画丨丨 
proved transport facilities on price can therefore be discarded 
[1]. Hunghum district is a small area. Whampoa Garden represents 
the largest proportion of the domestic units in the district. The 
only drawback for the choice of Whampoa Garden is that its first 
phase was completed in 1985 and therefore the statistics avail-
able are 7 in numbers on a yearly basis. 
1. The Location Theory 
22 
Whampoa Garden has 12 phases or sites and over 10,000 
domestic units. To conduct land searches for all of the units 
will be beyond the financial means of this project [ 1 ] . The 
writer has chosen Phase I which consists of five blocks and a 
total of 600 domestic units all having the same size of 79.8 
square metres (859 square feet) gross area (i.e. within Class C). 
Full searches [2] for each of the units of Phase I were conducted 
with over 1,000 transactions recorded. The maximum, average and 
minimum nominal price per quarter and per year are then 
calculated• Table 15 shows the maximum, average and minimum 
i| nominal price of Whampoa Garden Phase I per year (Figure 15) from 
• • I 
1985 to 1991. 
i 
• ⑷ The average real price thereof is set out in Table 16. 1 
匪.I Figure 16 shows a comparison of the average real price of the 
general small units ("PRICE") and Whampoa Garden Phase I 
一 1 1 ("WHRP") • The two prices indicate a very similar trend with small 
1 ‘ 
price difference. 
I ( The Data Collection for Whampoa Garden 一 
The same factors GDPCAP# SQRTHSE and DUMMY are used, since 
there is no available data on the gross domestic product and the 
number of household on Hunghum district. However, data are 
available on supply and take-up in Hunghum district. The total 
1. Each full search costs HK$20.00. 
9 The full sub-division register .land search reveals all 
^ F c ^ o ^ e ^ ^ ^ r e s p e c t l v e 
) 
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Hong Kong household is used to derive the SUPTAKHS. Table 17 
shows the supply, take-up (Figure 17), and SUPTAKHS (Figure 17A) 
for Hunghum district, 
The Findings 
Using the same variables, the price equation for Whampoa 
Garden is set out below 
WHRP = - 1,085,497 CONSTANT + 1.518 GDPCAP + 0.894 SQRTHSE 
(-2.183) (0.876) (1.950) \ 
+ 15,473 SUPTAKHS - 33.275 DUMMY 
(3.075) (-4.591) 
� I i 7 J 
R2 = 0,992 
Adjusted R2 = 0.975 
F-Ratio = 59.001 Degree of freedom 
1:1 Sum of Square : Regression lf850.675 4 
Residual 15.683 2 I .; 
The computer printout is set out in Table 18• Only the t- j 
value for DUMMY exceed the significance level of 5 % (where t = 
4.303) . Not surprisingly, the statistical significance of the 
variables like GDPCAP, SQRTHSE decrease sharply in the price 
equation of Whampoa Garden because such variables relate to the 
whole of Hong Kong rather than that of the target district. The 
variable SUPTAKHS has a higher significance level of 10 % (where 
t-value = 2.920), since this variable relates much closer to the 
Hunghum district. It is therefore believed that if data closer to | 
the target district can be obtained, the corresponding t一values 
24 
can be improved• 
The F-Ratio also exceeds the 5 % significance level (where F 
=19.25), indicating that the null hypothesis of no relationship 
between the dependent variable (WHRP) and all of the independent 
variables considered collectively can be rejected. 
The Pearson Correlation Matrix is also set out below ：--
PEARSON CORRELATION MATRIX 
WHRP GDPCAP SQRTHSE SUPTAKHS DUMMY 
WHRP 1•000 GDPCAP 0.948 1.000 | SQRTHSE 0,938 0.987 1.000 SUPTAKHS -0.439 -0.415 -0.505 1.000 f DUMMY 0.528 0.722 0.690 0.149 1.000 | I 
Number of observations: 7 _ 
I 
It is observed that again, GDPCAP is higher correlated with 
SQRTHSE (0.987), indicating collinearity between the two. 
I 
I ； ’ 
Table 19 sets out the actual real price, the predicted real 
price and the residuals of Whampoa Garden Phase I from 1985 to j 丨  
1991. Figure 18 shows the plot of the residuals of Whampoa | 
Garden Phase I. Like the case of small units, no sign of | 
i . autocorrelation occurs. 
Figure 19 shows the comparison of the actual real price and 
the predicted real price for Whampoa Garden Phase I. As the 
adjusted R2 is same as in the case of small units, 97.5 % of 
variance in Whampoa Garden real price is explained by all the 





Like any other commodity, the price of property depends on 
the supply, demand as well as other economic factors. The 
variables GDPCAP, SQRTHSE, SUPTAKHS and DUMMY are statistically 
significant in the case of price equation for private domestic 
j 
small units, while only SUPTAKHS (for Hunghum district) and DUMMY [ 
are more statistically significant in the price equation of i s Whampoa Garden Phase I, The figures of adjusted R2 are reasonably � j good for both cases• | | it. 
One may wonder whether other factors not listed above might 
j, ；| 
have statistical significance and should therefore be included in 丨 
the price equation. However, the cost considerations, difficul-
ties of providing data and the search for a reasonably simple | 
model ("parsimony") point toward the use of as few independent 
variables as possible [1]. 
The usefulness of any statistical analysis depends on wheth-
er it can provide an estimate of the future trend. The suggested 
1 Morris Hamburg, statistical Analysis For Decision Making. 
4th edition. p449. 
/ 
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price equations for private domestic small units and Whampoa 
Garden make use of variables whose data can easily be obtained 
from the government departments. It is hoped that with the 
availability of new data in the forthcoming years [1], the price 

















The suggested price equations provide a reasonably simple 
model in estimating the price when certain data are known. 
Limitations of the equations do exit in the following manner 
I 
1. The use of GDP only relates to the income of local Hong Kong 
people but has not taken into account foreign funds injected 
into Hong Kong property market for investment purpose' like 
funds from Japan, Taiwan or the PeopleRepublic of China. ！ 
However, it is believed that only certain amount of these 
I overseas fund is put into the small domestic units while the 
. ._ f 1 major portions may be put into the luxurious domestic units 
I ' I 
(Classes D and E) , the office premises and commercial units. i I ; 
2. Nowadays government policies appear to have a significant 
influence on the property market than before. With the 
strict enforcement of restrictive bank mortgage ratio policy 
and the early stamping of residential Sale and Purchase 
Agreement, the volume of property transactions have 
subsided • Most of the speculators of domestic property 
market have disappeared. The Dummy variable will become more 
difficult to assess. 
JJ^ a^jj^ ssasii^ isigiiftissiisgjiiiiia^麵藝&纖漏^ ^^  , 
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TABLE 1 3 1 
PRIVATE DOMESTIC SMALL UNITS 
Year Average Nominal Price Average Real Price-CPIB 
1980 10,016.67 97.82 
1981 11,383.33 97.04 
1982 8,913.69 68.67 
1983 7/112.89 49.88 
1984 6,980.06 45.12 
1985 7,708.69 48.15 
1986 8,211.23 49.71 
1987 10,214.17 58.73 
1988 12,976.33 69.47 
1989 16,400.75 80.05 J； 
1990 18,001.83 80.10 
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THE POPULATION OF HONG KONG 
Y e a r Population 
1980 5,063,100 
1981 5,183,400 
1982 5,264,500 J 
1983 5,345,100 
1984 5,397,900 M 
1 9 8 5 5 , 4 5 6 , 2 0 0 ！： 
1986 5,524,600 \ ( 
1987 5,580,500 | 
1988 5,627,600 i 
1989 5,686,200 j 
1 9 9 0 5 , 7 0 4 , 5 0 0 [ 





Household Formation Total Household 
Year fOOO) ('000) Square Root of Household 
！^ 5 1 5 0 1.190.50 1,091.10 
1 9 8 1 54-24 1.244.74 1 115 68 
1 9 8 2 59.66 1,304.40 1 14210 
1 9 8 3 62.40 1,366.80 1 16910 
； ^ 65.50 1.432.30 1,196.79 
1 9 8 5 2.29 1.434.59 1,19774 
1 9 8 6 17.98 1.452.58 1,205 23 
1 9 8 7 81.72 1,534.29 1 238 67 
1 9 8 8 12.95 1,547.24 1 243S8 
1 9 8 9 16.11 1.563.35 1:25034 
1 9 9 0 5.03 1,568.39 1,252.35 
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TABLE 16 







1986 575,265 | 
1987 606,360 
1988 637,090 I 
1989 668,590 | 
1990 693,560 I 









Supply Per Capita 
Year Supply (10^ Year End Stock % of Supply 
1980 22,670 4.48 432.655 5.51 
1981 30.990 5.98 467,300 7.16 
1982 20,620 3.92 486.600 4.41 
1983 19,000 3.55 487,235 3.90 
1984 20,865 3.87 517,375 4.28 
1985 27,915 5.12 544,690 5.40 
1986 31.550 5.71 575.265 5.79 
1987 32,350 5.80 606.360 5.62 . 
1988 31,300 5.56 637,090 5.16 k 
1989 33,800 5.94 668.590 5.31 I . 
1990 27.400 4.80 693.560 4.10 \ 
1991 31,650 5.50 722,700 4.56 
今 in ti 
Average % 5.10 f 
t / 
(! 
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Year Supply Take-up 
1980 22,670 19,260 
1981 30,990 16,755 
1982 20,620 18,060 
1983 19,000 24,390 
1984 20,865 20,660 
I 1985 27,915 27,460 
1986 31,550 28,550 , 
1987 32,350 32,450 | 
1988 31,300 32,250 | 
1 9 8 9 3 3 , 8 0 0 2 1 , 0 5 0 ； 
1990 27,400 29,650 | 
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Year Supply/Take-up Ratio Per Household (M) 
1980 1.18 0.99 
1981 1.85 1 49 
1982 1.14 0.88 
1983 0,78 0.57 
1984 1.01 071 
1985 1.02 0.71 , 
1 9 8 6 1,11 0.76 I 
1987 1.00 0.65 I 
1 9 8 8 0 . 9 7 0 . 6 3 ：； 
1989 1.61 1.03 《 
1990 0.92 0.59 、 
















) 1985 54,405 
1986 56,549 
1987 55,504 “ 
1 9 8 8 6 7 , 2 7 0 丨 
1989 61,896 | 
1990 69,619 I 
1991 103,432 f 









Vacancy Unit Per Capita 
Year Vacancy Unit (103) Vacancy Rate 
1 9 8 0 1 4 , 6 6 5 2 . 9 0 3 . 3 9 
1 9 8 1 2 6 , 7 3 5 5 . 1 6 5 . 7 2 
1 9 8 2 2 7 , 3 8 0 5 . 2 0 5 . 6 2 
1 9 8 3 2 0 , 0 4 0 3 . 7 5 4 . 1 1 
1 9 8 4 1 9 , 5 2 0 3 . 6 2 3 . 7 7 
1 9 8 5 1 9 , 3 5 0 3 . 5 5 3 . 5 5 ； 
1 9 8 6 2 1 , 4 0 0 3 . 8 7 3 . 7 0 ！ 
1 9 8 7 2 0 , 0 5 0 3 . 5 9 3 . 3 0 ‘ 
1 9 8 8 1 6 , 7 5 0 2 . 9 8 2 . 6 0 
1 9 8 9 2 7 , 2 0 0 4 . 7 8 4 . 1 0 I 
1 9 9 0 2 2 , 5 5 0 3 . 9 5 3 . 2 0 ？ 
1 9 9 1 2 9 , 4 5 0 5 . 1 2 4 . 1 0 ！： 
If) 
• l;|| 
V.“ .： f 
I ！ f i 
—^^^^^ 彻^供鬮抑…^棚纵^^^乂^^^^^战似^^^ ；^^^^ ；^^^^ 恥^^^^以讼^^^ 讼^^^^ 论^化论浴^����� 
41 
TABLE 11 
Gross Domestic Products at Constant (1980) Martket Price 
Year GDP (M) GDP Per Capita GDP Per Household 
1980 136,775 27,014 114,889 
1981 149,585 28,858 120,174 
1982 153,560 29,169 117,725 
1983 163,260 30,544 119,447 
1984 179,238 33,205 125,140 , 
1985 179,580 32,913 125,178 | 
1986 199,498 36,111 137,341 ! 
1 9 8 7 2 2 8 , 4 8 3 4 0 , 9 4 3 1 4 8 , 9 1 7 ； 
1988 247,415 43,965 159,907 J 
1989 254,434 44,746 162,749 \ 
1990 262,189 45,962 167,171 1 
1991 272,480 47,348 172,214 | i 
. I ! 
|J 
I (； • 
i .’ 
| :： 




TABLE 11 A 
Dummy Variable from 1980 to 19 
Year Dummy 
1 9 8 0 1 
1981 1 '! 
) 1982 o 
1983 o ^ 
1984 o 1 
1985 o ！ 
1 9 8 6 1 ？ 
1 9 8 7 1 ？ 
1988 1 r 
1989 1 f':| 
1 9 9 0 1 ( 1 
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TABLE 12 
Weighted Average Mortgage Average Monthly 
Year Prime Lending Rate Interest Rate Mortgage Repayment * 
1 9 8 0 1 3 . 6 3 1 5 . 1 3 1 , 6 2 1 . 3 0 
1 9 8 1 1 7 . 5 0 1 9 . 0 0 1 , 8 6 6 . 6 8 
1 9 8 2 1 4 . 1 8 1 5 . 6 8 1 , 6 5 5 . 2 5 
1 9 8 3 1 2 . 3 2 1 3 . 8 2 1 , 5 4 1 . 8 8 , 
1 9 8 4 1 2 . 5 1 1 4 . 0 1 1 , 5 5 3 . 2 9 5 
1 9 8 5 8 . 1 7 9 . 6 7 1 , 3 0 3 . 2 5 | 
1 9 8 6 7 . 0 6 8 . 5 6 1 , 2 4 3 . 0 4 ； 
1 9 8 7 6 . 6 0 8 . 1 0 1 , 2 1 8 . 5 7 : 
1 9 8 8 7 . 8 9 9 . 3 9 1 , 2 8 7 . 9 5 : 
1 9 8 9 1 0 . 5 4 1 2 . 0 4 1 , 4 7 9 . 5 1 ! 
1 9 9 0 1 0 . 4 6 1 1 . 9 6 1 , 4 3 2 . 4 0 ”[ 
1 9 9 1 9 . 4 1 1 0 . 9 1 1 , 3 7 2 . 4 5 { 
• w 
I I ) ‘ 
* Based upon 10 year repayment and mortgage rate being 
1.5 percent over the prime lending rate 
- >����;•. 
- TABLE 13 
44 , 
VAR: PRICE N： 12 MULTIPLE R： .992 SQUARED MULTIPLE R: .984 
USTED SQUARED MULTIPLE R： .975 STANDARD ERROR OF ESTIMATE： 3.086 
ARIABLE COEFFICIENT STD ERROR STD COEF TOLERANCE T P(2 TAIL) 
S T A N T 9 0 4 . 9 5 9 7 4 . 1 5 9 0 . 0 0 0 • 1 2 . 2 0 3 0 . 0 0 0 
D P C A P 7 . 5 2 2 0 . 6 2 8 2 . 8 4 8 0 . 0 3 9 4 0 6 6 1 1 . 9 6 8 0 . 0 0 0 
R T H S E - 0 . 9 3 8 0 . 0 7 8 - 2 . 6 9 4 0 , 0 4 4 9 3 3 6 - 1 2 . 0 9 0 0 . 0 0 0 
TAKHS 20.372 5.046 0.268 0.5072632 4.038 0.005 
DUMMY -9.073 3.431 -0.227 0.3034573 -2.645 0.033 
ANALYSIS OF VARIANCE 
SOURCE SUM-OF-SQUARES DF MEAN-SQUARE F-RATIO P 
GRESSION 4201.411 4 1050.353 110.282 0.000 _ 
RESIDUAL 66•670 7 9-524 SS E N T E R� o r RETURN ’ 
I SON CORRELATION MATRIX � \ 
PRICE GDPCAP SQRTHSE SUPTAKHS PRICEO : 
PRICE 1.000 , 
GDPCAP 0.124 1.000 丨 
SQRTHSE -0.220 0.937 1.000 I 
UPTAKHS 0.678 -0.305 -0.502 1.000 _ 
PRICEO 0.787 -0.226 -0,487 0,619 1.000 
DUMMY 0.631 0.522 0.265 0.314 0.160 j 
‘ (：丨|丨 
DUMMY • 
DUMMY 1.000 |) i 
v :，j. I ber of observations: 12 ！ 
« 
ss E N T E R� o r RETURN 
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TABLE 14 
Private Domestic Small Units 
Year Average Real Price-CP旧 Predicted Real Price Residuals 
1 9 8 0 9 7 . 8 2 9 5 . 7 8 2 . 0 4 
1 9 8 1 9 7 . 0 4 9 6 . 7 2 0 . 3 2 
1 9 8 2 6 8 . 6 7 7 0 . 9 1 - 2 . 2 3 
1 9 8 3 4 9 . 8 8 4 9 . 7 0 0 . 1 8 
1 9 8 4 4 5 . 1 2 4 6 . 5 0 - 1 . 3 8 , 
1 9 8 5 4 8 . 1 5 4 3 . 4 8 4 . 6 7 ) 
1986 4 9 . 7 1 52.51 -2.80 j 
1987 58.73 55.23 3.50 J 
1 9 8 8 6 9 . 4 7 7 2 . 6 1 - 3 . 1 4 : 
1 9 8 9 8 0 . 0 5 8 0 . 5 7 - 0 . 5 2 丨 
1990 80.10 78.91 1.19 l 
1 9 9 1 9 2 . 7 7 9 0 . 7 7 2 . 0 0 ；； 
r, � ： 






The Nominal Price of Whampoa Garden Phase I 
Year Maximum Average Price Minimum 
1985 8,295.42 7,255.81 5,969.60 
1986 10,525.91 7,366.27 3,836.95 
1987 12,405.54 10,531.20 6,732.88 
1988 16,114.67 12,694.62 10,212.64 
1989 19,297.51 15,909,90 12,342.89 
1990 19,673.43 17#183,10 8,771.59 









Comparison of Average Real Price of Small Units 
& Whampoa Garden Phase I 
Small Units Whampoa Garden 
Year Average Real Price Average Real Price 
1 9 8 0 9 7 . 8 2 
1 9 8 1 9 7 . 0 4 
1 9 8 2 6 8 . 6 7 . 
1 9 8 3 4 9 . 8 8 ！ 
1984 45.12 i 
1 9 8 5 4 8 . 1 5 4 5 . 3 2 | 
1 9 8 6 4 9 . 7 1 4 4 . 5 9 ； 
1 9 8 7 5 8 . 7 3 6 0 . 5 5 
1 9 8 8 6 9 . 4 7 6 7 . 9 6 
1 9 8 9 8 0 . 0 5 7 7 . 6 5 
1 9 9 0 8 0 . 1 0 7 6 . 4 6 ； \ 
1 9 9 1 9 2 . 7 7 9 2 . 5 2 ‘ ,t 
i . 
4 ) “ 





Ratio of Supply/Tate-^f 
Year Supply Take-up p Household i 
1985 935 1,055 0.62 
1986 2,335 830 1.94 
1987 2,715 3,055 0.58 
1988 2.285 2,095 0.70 ！ 
1989 2^70 2.480 0.BA . 
1990 905 2,435 0.24 











> VAR： WHRP N： 7 MULTIPLE R： .996 SQUARED MULTIPLE R: .992 
rUSTED SQUARED MULTIPLE R： .975 STANDARD ERROR OF ESTIMATE： 2.800 
rARIABLE COEFFICIENT STD ERROR STD COEF TOLERANCE T P(2 TAIL) 
[STANT -1085.497 497.156 0.000 • -2.183 0.161 
JDPCAP 1.518 1.733 0.463 0.0150428 0.876 0.474 
)RTHSE 0.894 0.459 1.212 0.0108806 1.950 0.190 
>TAKHS 15.473 5.032 0.472 0.1784505 3.075 0.091 
DUMMY -33,275 7.247 -0.713 0.1741845 -4.591 0.044 
ANALYSIS OF VARIANCE 
SOURCE SUM-OF-SQUARES DF MEAN-SQUARE F-RATIO P 
iGRESSION 1850.675 4 462.669 59.001 0.017 i 
RESIDUAL 15.683 2 7,842 , 
iSS ENTER —1 or RETURN 1 
I 
�SON CORRELATION MATRIX 
WHRP GDPCAP SQRTHSE SUPTAKHS DUMMY 1 
WHRP 1.000 
GDPCAP 0.948 1.000 
SQRTHSE 0-938 0.987 1,000 , 
SUPTAKHS -0.439 -0.415 -0.505 1.000 
DUMMY 0.528 0.722 0.690 0.149 1.000 
iber of observations: 7 
SSS ENTER � o r RETURN 
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TABLE 19 
Comparison of the Actual & Predicted 
Real Price of Whampoa Garden Phase I | 
Year Actual Real Price Predicted Real Price Residuals 
1985 牝.32 制.81 0.51 
1986 剕.59 43.43 1.11 
1987 60.55 59.71 0.84 
1988 67.96 70.90 -2.94 1 
1989 77.65 76.82 0.84 就 
1990 76.46 74.27 2.19 
















































































































FIGURE 1A � 52 
Real Price-by CPI(B) (=100 at 79/80) 
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FIGURE 11C 
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Small Units : Comparison of Actual & Predicted Real Price 垂
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